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In the Matter of the Application of ) OQUG
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~H~ CITY AND COUNTY OF SAN FRANCISCO, I 
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I 
for the Review, Equalization, and ) FINDINGS AND DECISION 
Adjustment of Assessments by the ) 
County Assessor of the County of } 
Alameda, California, for Assessment ) 
Years 19 79, 1980, 1981, 1982, 1983, ) 
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I 

Petitioner, City and county of San Franci£ cc, a municipal 
corporation (hereinafter ·San Francisco·), filed for 
equal iza tion of. assessmen t pursua n t to .subdi lIision (g) of 
se~tion 11 of article XIII of the ConstituLiDn of the State of 
California and section 1840 of the Re venue a nd 'J..'~xation Code. 
It contends the County Assessor of the cou nty of Al ameda 
(hereinafter -assessor· or ·Alameda~) incorrectly assessed its 
proper tie::; located in Alameda County for lien dates 1979, 1980, 
1981, 1982, 1983 ~nd 1985. 

The pa rt ies appeared before this Board on Jul y 30, 1986, to 
present evidence and make arguments. 'l'he proper ties involved 
in this matter are land, improvements and wate:; rights whic:" 
have been own ed by San Francisco ~.i. nce pri or t() the 1967 lie:', 
date. The major property at issue is Calaveras Dam, an 
earth-and-rock-fill dam about 230 feet high with a stor age 
capacity of about 100,000 acre feel o f water. 

Historical adc~grQund 

For the 1975-76 assessment YEar, the assessor as s esse d 
petitioner's land and improver.\ents at their 1967-68 assessed 
value multiplied by the "Phillips factor" of l. 54343. As a 
res ult of the use of the Phillips Factor, the asses:=3ed value 
for the 1975-76 assessmen t; yea r was ';:Ireater than the assesse e 
value Ear the 1974-75 assessment year. The assessor and San 
FranciscO agree that assessing the improvements (as 
distinguished from the land) by use of the 1967 assessment 
value multiplied by the Phillips factor was incorr ect. 

The assessor continued to use the Phillips Factor to value the 
improvements t hrough the 1977-78 assessment year. 

 '--

US o. wn .. -. 
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upon adoption of California Constitution article XIIIA 
(hereinafter ·proposition 13· or "article XIIIA") by the 
voters, the assessoe valued the improvements for the 1978-79 
and 1979-80 assessment years at .their 1975-76 enrolled value 
indexed by the inflation factor prescribed in article XIIIA. 

On October 19, 1979, the State Board of Equalization issued a 
letter to assessors advising that improvements (taxable when 
a .cquired) subject to assessment under the California 
constitution article XIII, section 11 (hereinafter "article 
XIII, section II"), were to be assessed at their "current fair 
market value" with no consideration given to the provisions of 
article XIII A. 

For the 1980-81 . assessJ"ilen t year, the assessor assessed 
petitioner's improvements at their March 1, 1980, fair market 
vat'le. These values were entered on the 1980-81 assessment 
roll on June 19,1980. 'this roll was $urreJlcJ~rec. co che 
Alameda county auditor on or about J lJ ly 28, 1980. 

On July 14, -1980, San Franci.!'ico filed its appl iea tion 
challer:ging the assessment of its property for th e: 1980-8J 
assess [:",ent year, rec;ucsting the Board to .. revie' .... , e q ualize alIa 
adjust" its assessmsnt "to correct amounts as provided for ~Jy 

law." In July, 1981, it amended its 1980-81 application to 
specifically request the review, equalization and adjustment of 
its impcovements. (Subsequently, San Francisco f il ed 
applications for the 1981-82 and later assessments years.) 

In November 1981, San Francisco filed Points and Authorities in 
su pport of t he proposition that "'raxable trlhen Acquire d " 
impro vements of a l ocal gov ernme nl al"(, subjec t t o 'lal u,;tlon 
under Jarvis-Gann, or in the alternative under the Phillips 
For mula. 

On December 7, 1982, the State Boa rel of F:gualiza ti on i.s 8 ue d an 
assess o rs' advice letter informin g assessors tha t it had 
re-e:<a!7lined its advice as set forth in its October 19, 1979, 
letter and concluded that taxable i~?rovements owned by local 
governr.,ents were subject to the va luation standard defined in 
article XIIIA and, theref o ee, were assessable at the lower of 
t hei e cu eren t full cash value as def ine d in Revenue an d 
Tax. a t io n Code secti o n 110 or at their full Cash value a~. 
def ined in section 110 . 1. As appl i ed to San Francisco, thi.s 
meant t!1at its impeovements should be assessed at their 1975-76 
full cash value inde x ed forward for i nfl a tion. 

On Au~ust 15, 1983, the assessor corrected the 1980-81, 
1981-82, and 1982-83 assessments of petitioner in accord wi th 
the aC'!lce of the S tate Baaed of Equalization. The corrected 
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asses s men ts reflect a revised 19 75-76 fair market value that 
was indexed by the appropriate inflation factor f o r each of the 
respective assessment years. According to the data submitted 
by the parties, these corrections reduced the original 
assessments in most cases. 

Petitioner's contentions 

1. San Francisco contends the limiting features of California 
constitution, . artlcle XIIIA, a e..e.!.l .. to the assessment of its 
land, water rights and improvements IOCated in Alameda County. 

The assessor applied the valUation standard defined in article 
XIIIA to the assessment of San Francisco's improvements (as 
will be discussed later herein). San Francisco argues that the 
·valuation rollback· provisions of ar ticle XIIIA should also be 
a)oli~j ':0 tr r: "i!:<:~s!=>mn.n':. of il;.o5 1':3004 'ind wat~r riqhts locat.ed 
in" Alameda County. (Not·e that water rights ar.e as~esse d as 
-land~ in California.) In su~port of its position San 
Francisco cites Los Angeles country Club v. !'E.E!: (1986) 175 
Cal.App.3d 278 .• This decision, it says, held Rcv t~ntle ':Inn 
Taxati o n Code section 52 (hereinafter -sec Lion 5 2-) to be 
illegal and unconstitutional. Subdi '/isio n (d) of t hat se c t ion 
mandates that the class of property at issue shall be assessed 
pursuant to article XIII, section 11. Based upon its 
interpretation San F!"ancisco suggests the Board can igno re the 
mandate of section 52(d). 

San Francisco's interpretation o[ the Los Angeles COlU:ty club 
decision is clearly erroneous. The decision dealt solely .. :lith 
subdivision ( c) of section 52 de,11 tn g with t.he assessment o .f' 
nonpro tit golf courses. subdivision ( c: j provides th a t p r. o~ ,~ rty 
subjec t to valuation as a golf course pursuant to the 
California Constitution article XII! , s ection 10 (he reinafter 
nar ticle XIII, section 10-), shal.l. ::'1e '/alued for p roperty rex 
purposes in accordance wil h t hat. 5ecti o n. 'l' he ,-,' .; r t. 
acknow18dges that the legislative inlent of SUbdivision (c) was 
to exclude nonprofit golf courses from the valuation rollback 
provisions of Proposition 13. Rather than holding subdivision 
(c) illegal and unconstitutional, ho'.-.'ever, th e court held t.hat 
the lansuage employed by the legis la ture -did not effectively 
preclude p lainti ff's property from the I:ax li mila l.io n 
protec t ion provided by- proposit~ o (: 13 (Los Angeles Count ry 
Club 'I. ~, supra, at page 286). The court's conclusion is 
based on the larlguage of articl f'"' XIII, s e ction 10, which 
declares that nonprofit golf cours es shall be assessed on the 
basis of their use as golf cou r ses. The court found no 
ambiguity or conflict between section 10 and the provisions of 
Propcsition 13 and held that the Legislature was without 
author i ty to interpret these pCQvisions in section 52 ( c). 
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Thus, it concluded that both provisions are applicable to the 
assessment of the golf courses. The court's decision is based 
solely upon the valua tion pray i5ions applicable to nonpr.of it 
golf courses and subdivision (el Qf section 52. There were no 
issues raised and no discussion in this decision of the 
provisions applicable to t~e assessment of land or water rights 
owned by local government outside its boundAries or to the 
other types of specially assessed property listed in section 52. 

Subdivision (d) of section 52 expressly requires the assesz ment 
of San Francisco·s property in accordance with article XIII, 
section 11 . Further I the court acknowledged that the 
legislative purpose of section 52 was to exclude the property 
described therein from the valuation rollback prOVisions of 
Proposition 13. while it may be concluded that the brief 
general lang uage of article XIII section 10, relating to the 
erses ·:~ ('!r.t -:'I f lJ"lf ~O'H·S""!';, d'1<;>O<= not" coo€] i et with proposition 
13, the very detailed and explicit vaJlIation mandate incl uded 
in section 11, relating to municipally-Qwn~d land, preclude~ a 
similar conclusion by us. For example, subdivision (b) of 
section 11 expressly requires the asscssml'nt-. o f taxa~le l;:;nd 
located in Inyo county year by yeClr in acc.:or.d;,;nce with :!. 

precise mathematical formula. A simila( forl1l1l 1a applies to the 
land of Mono county. The Mono County formula is also mandaled 
in the assessment of land owned by other counties. After 
reading the lengthy I complex provl. si on s of section 11 # it is 
difficult to conclude that there is no ambig uity or conflict 
with the provisions o f Pr oposition 13, and, therefo re, t!1e 
legislature is without authority to interpret thes e 
provisions. such a conclusion must be left to the courts. 

In light of the prohibition of th e Calj. fo r nia Co nst itution 
article III, section 3.5, pre ve nting us from declaring a 
statute une nforceable on constitutional grounds and the 
acknowledged legisl ative intent of SEc t ion 52,' we are c ompelle d 
to reject San Francisc o ' s contention ~l l \J COI1Clu~l~ l hat iLS land 
and water rights must be assessed .!:;ol e ly on the basis of 
articl~ XIII, section 11, as required by section 52(d ). 

2. San Francisco contencs that the assess or is p,evente~ 
I a''''' fro m correcting the original 1975 value of Petitior.er's 
i mprov~[;jf:nt.s in acco rd ·,.;i tn Assessors _L.~t. t€:£~_? :.. ._82 / l36. 

Effective July 10, 1979, chapter 242 of the Statutes of 1979 
( AS 1488) ad ded section 52 to t he Re'/enue and Taxation Code: f o r 
the acknowledged purpose of excluding the property described 
therein from the valuation rollback provisions of Pr oposition 
13. The interaction of section 52 with proposition 13 and 
related legislation created diffic ult interpretat ional problems 
foc assessors. These interpretational problems ex tended to 
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property subject to valuation pursuant to section 11 of article 
XIII. ~or example, section 11 includes extensive and detailed 
pro v isions prescribing the assessment standard to be applied to 
taxa ble land. On the other: han?, ':he section is virtually 
silent on the va l uation standard ..... hich is to be applied to 
taxable improvements . The only exp r ess standar d is found in 
subdi vi sion (d) which relates to a taxable improvement wh ich i s 
replaced after March 1954 while ownec ~y and in possession of a 
local government. Th e s tandarc provided is that the: 
repla ce ment improv ement shall be assessed ·as oth er 
i mpr ove ments" with the limitation tc.a: lhe asse s sed val ue ma y 
not exceed the highest full value e v er use d for taxat io n of the 
improvement that has been repl~ced. One reasonable 
interpretation of subdivision (d) is that the framers of 
section 11 intended that all other taxable improvements owned 
by a local government would also b~ assessed "as other 
improvements" but that the a s sessment would not be subje c t to 
the li mi tat i on imposed fo~ im~c~ yem~ l;c r~placemenL~ aj ~~ ~ af t _ t 
March J. 954. 

In or e er to assist a s sesso rs in re~olvi ng the dif fi cul t 
interp r etational ques t ion s posed by s ect.i o n 1 1 of a rti cl ~ XI II 
an d s e cti o n 5 2 of the Reven u e an ': :: axa l io n Coce, t he Coar e 
iss ue d Assessors Letter No . 79 / 18" dat e d Oc t ober 19 , 1979 , 
which dealt in part with the assess= e~t of taxable government­
owned property. The letter advised assessors to val u e ta xab l e 
go vern ment-owned improvements at c ll r re nt fa i r i7iar i<e ::: va 2- :..!e . 
Relying upon the Board's advice, wtic~ was intended to pr ov i de 
a sta t ewide standard for assess o rs '_0 a pply wh e n asse s s ir.g t he 
described type of property, the ass e s.;o r ' s 1980-81, 1 981 - 82 a n d 
1982-83 assessments of San ~rancis-::o's improvements re fl ected 
cu rr en t fa i r ma r ket val ue . 

On ~e c ember 7, 1982, the State Bo ard of Equalizat i on i ssued 
As sesso rs Letter No. 82/1 36 wh ic h 3:.atF.- d th~ t th ~ Se a r d. !"":. a d 
re - ex am ined its pol icy regar d i ng t ~e valuati o n o f t ;, xabl e 
govern ment-owned property . The l ct : e r re ~ ffi r rns th a t su ch 
properties are s ubject t o valuati o n ~~de r section 11 o f ar t icl e 
XIII but concludes that taxable impro~ements should be assesse d 
using the valuation standard def i :-:.~: in article XIIIA. I n 
general, t he letter advised that taxa~ l e improvements sho ulci b~ 

a ss Essr:d a t th e l ess er o f the C:.l:: e nt fu l l cas h val ue a .'" 
define d i n s e ction 11 0 o r t he ir f:";) . l :as h value as de f i ne d lr' 
secti o n 110. 1 of the Re venu e and '1'az: : io n Co de. Th is r esulted 
in t he August 15, 19 8 J reduct i on i ;: the> 19 80-81, 1981 - 82 a nd 
198 2-63 a s sessmellts o f S a n Fr a ~~is co's i mp ro vement s i n 
accor da n ce wi th Asse s s o rs Le tter t;o . 62/ 136. Th es e co r: r: ec ted 
values r:eflected the March I, 1975, ful l ca s h valu e 
appr opr i atel y adjusted f o r t h e inf la ti ~ n factor. 
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San Francisco contends that the assessor's 1983 assessment 
reductions, in effect, revised the 1975 base year values of its 
taxable ir:lprovements. pointing to the terms of section 110 . 1, 
San Francisco argues that the Legislature has enacted a 
statutory bar to the revision of any 1975 base year value after 
June 30, 1980. It is contended that since the assessor did not 
meet this deadline, the assessments of San Francisco's taxablp 
improvements c annot: exceed the unrevis~d 1975 enrolled values, 
appropriately adjusted for inflation . 

We disagree. Initially, it should be recognize d that 
Petitioner challenged the 1980-81 assessment: enrolled by the 
assessor . Pursuant to section 11 of article XIII, that is the 
assessment which is subject to review, equalization and 
adjustment by the Board . If the 1983 reduction in the 1960-81 
assess ment had the effect of revisin g Petiti one r's 19 7 5 base 
i ~i..r v~.!.uc., the "~'". itiC'f'lp.'C t--as failec1 to explain ' ... hy th f:. 
original 1980-81 assessment Which was enrolled on .Juue 1':::1/ 
1980, did not also have the same effect of re v i ~in':1 
Petitioner's 1975 base y ear values. If so, the revision was 
made prior to th. June 30, 1980, deadline and was timely. 

The fact is that a discussion of ba f.~ yea r val~ es is i,!e l ~ . ~!l t 
to the assessment issues before us. Such argum~n~s assume t hAt 
the property under discussion is subject to Proposition 13. As 
previously stato:d, the mandate of s ut"ld ivision (d) of Revenue 
and Taxation Code section 52 req u ires that we re:ject. t his 
propOSition. In fact, ?etitioner's improvements are su~ject t o 
assess nent only under section 11 o [ article ;' .. I Ir. K!"'. i le our 
examination of the difficult and technical interpretationa l 
proble ms presented by section 11 r. i:!v e led us t.o t~e ccnc .1. l1 s ion 
that tr:e framers of that I?r avislan intpn ded t rlat we a p p .1. ·y U-, r 
valuation standard currelltly applicable to imp rove~~nt ~ i n 
general, that merely means that Ge ction 11 improvements are 
subj ect to the valuation standard o f PropOSition 13 a nd n ~ \:: l ing 
more. 7 h<:? va lua tion standa r d of prtlpo~itjo n III as i"t 2 :- :"·~: te (; 

by the Legislature, is defined in section 110 . 1 (for PU :·i.iose !. 
of the property under discussion) as the fair market vallie a s 
determined pursuant to section 110 f.or the 1975 lien date, 
appr opriately adjusted thereafter by an inflation fc'ictor 
determined as provided in subdivis j on· (a) of section 51 'l'ho:! 
re r.1ain:'ng pr ovisions of sect ion n O. l r e la ting to the ~rlas f 
year v alue~ concept and various li~it <.ti ons Oil adjust!":1e l' : . .• t.. . 
the 1975 base year values are wholly irrelevant Eor section 11 
of ar~ic l e XIII purposes. The on ly re lev a n t questi on i s 
whether the valuo:s enrolled by the a~sessor ate co ns isten t ~ it h 
the va lue standard imposed by section 11, i.e., the value 
standard i mposed by Proposition 13 as described above. 
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The ~o sition urged by San Francisco would work a result which 
is 1 ) totally inconsistent with the value standard imposed by 
section 11 of article XIII, 2) contrary to the intent of the 
Legislature, and 3) patently unjusc. 

The 1 9 75-76 assessment of Petitioner's impro ve me n ts .reflected 
their 1967-68 assessed value multiplied by thE': Phillip's 
factor. ~hile San Francisco agrees that this val ue was 
incorrect because it did not properly reflect t he value 
standard r equ ir ed by sect io n 11 of article XIII, it argues th a t 
the assessor is now barred from applying the cor r ect as s ess~ent 
and must continue to use the original 1975-76 value, with 
inflation adjustments. That value standard was incorrect in 
1975 and, for the reasons explained above, it wa s incorrect in 
all succeeclng years. The Board's authority to adjust the 
asses so r's valuation is limited to adjustments whic h conform to 
t h E: ~Hovi.:..:i.c.1 3 .;)f St; :tl ~11 :1 0::: ar :: icl:! XI!! . (f' 0.~ s: ,., .j.,· c:v:s:~. cn 
( g) of sect.ion 11.) Accordingly, we mllst reject !J i.· titioner's 
argu me nt . 

The california 
. 
courts have acknowle dge d that the jeg i sla ti v e 

purpoce b e:-:in d Rev e nue and Taxali o n CodE' secUon 5?. was to 
exclu de thE spec i ally assessed property described the rein from 
the valuation rollback provisions of proposition 13. ~hile the 
Board has, after considerable re v iew of " the difficu l t 
in t erpre tive problems involved in the applicatic~ of sectic~ 11 
of article XIII to taxable improvemen t s, conclud€d that t he 
appr c p r ia t ~ valuation standard is th e standard foun~ in arti c le 
XIII A, t hat concl usion in no way requires the i mportation i nto 
section 11 of the base year value concept or its lir.:itation s 
and the o~h er trappings which were brought about by the 
adopt io n o f Pr o pOSitio n 13. These pro v is ions, .s u c h as th e J u ne 
30, 1980, deadline were adopted in order to settle and 
stabilize property tax assessmen t s being mad.e under the 
pr ovisi o ns of Proposition 13. There is no ev iden c e t.hat the 
Leg islature intended any o f th e se p:ovJ.sion !; l eI he: 5 ;,plicabI E' 
t o section 11 of article XIII aSSess~ e nts. Inceed, the 
enactment of section 52 supports the contrary conclusion . 

Fina lly , San E"rancisco's position is freighted with ma nifest: 
unfai rness and inequity. The June 30, 1980, cutof f date for 
r evisi o r. o f 1975 bas e yea r va lue s was c.ll 1·:' 1-' t e o by th E' 
Legislature on a prospective basis. The enactme nt of t h e 
limita~icr. gave assessors notice and suf fi cie n t time to correc t 
valuation errors in the base ye a r val u es of prope r ties subjec t 
to ?roFosi:ion 13. Indeed , the Legislatu re t eok pains t o 
assure tha: assessors were given a reasonable c o rrecti o n peri od 
and extence d the deadline for an addit ional year in the case of 
t h e Stats:'s l ar ges t cou nty , r ecogn iz i n g the need to per mit a 
r ea sonable peried f o r assessors to make necessary valuation 
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corrections . Nothing in any of this legislation hinted that 
the limitati ons were intended to apply to section 11 of article 
XIII as well. On the contrary, the adoption of sect ion 52 
suggested just the opposite. Ir the Legislature intended to 
apply similar limitations to section 11 valuations, su rely it 
would have provided similar prospectiv e notice and ) ead time 
for making appropr ia te adjus tments. San r'cancisco I hO\ot'ever I 

would apply the June 30, 1980, deadline and freeze the 
admittecly erroneous 1975 assessments even though assessors 
were given no notice or opportunity to make adjustments prior 
to that date and, in fact, were not informed of the Board's 
revised interpretation of section 11 until over two years after 
that date. Such an interpretation would unfairly and 
inequitably penalize the counties in this state making 
assessments pursuant to secti o n 11 and grant an inequitable 
windfall to those properties being assessed. For this, and the 
cthl :r .:: (:asc .. .. ~~t f..,r':.h ."lb c·ve, w"'" mus": t;eie(':t F'~ti ti on ett£ 
argument. 

3. San Francisco contends the case of Holmdahl v. Hutchinson, 
Ala meda County' Superior cOU'CE .. N<:' .~~ :!t-=-s·mj='-9-,_ . .E~~~nts th~ 
Alameda County assessor ~rom ':: .~\!:F1c!_i n<J.._ the __ ., 1975 _ . 3_2. ! ~.: .:._tion_,.2f. 
.E.!.E...i tioner is p'ropert:(. 

In 1978 a lawsuit was filed in Alameda County by State Senator 
John Holmdahl, et aJ. . (Holmcahl v_ Hutchinso n et a l. Superior 
Cou rt No. H-553l7-9 ) challenging the--a-ssessol"s Light to amenc 
the 1975 roll value in those i::15tances where tn..: ;'975 r oll 
value differed from the 1974 roll "'''.due. 1'he court c:g =-eec; "'!ith 
the plaintiffs, Holmdahl et al., that only those properties 
that were no t s ub ject to a physica l f.ppraisal, cOIr.!Ju te r L!pdatr~ 
or any other method of appraisa l fur. Lhc J.£l75- 76 t. ... :: ;.: y e "r may 
be reappraised pursuant to the second sente~ce of S~cLion 2 (a } 
of article XIIIA. San Franci5co argues . the Holmdahl decision 
applies t o its properties. We disagr~e . 

The Holrndahl case was a class ,;:.cti-on c as e in Ala m~cia Coun ty 
dealing solely with property in private ownership assessed 
under the provisions of article XTlIA. '!:'he court was not 
dealing with the class of property in which pet j tj.o nert~ 
pr operty is included. Th e judgment, therefore, di d not order 
the method by which San francisco's ptope rty should he asscsserl 
under the pr OVisio ns of arti r.:le XIII , sec tio n U.. lL is aUi 

ccnclu:::ion that the couct ' s holeins aces not apply t o San 
francisco's property. 

4. San Francisco contends the assessor erroneousl y valu~d its 
calaveras Dam property. 

Since the petitione~ did not describe the land, '''fIter rights, 
or other improvemer.:.s at i s s ue , no r was e vidcr: c. f::: of val ue 
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pres e n ted fo r t h ese properties , we li:::it our decision to the 
March 1, 197 5, market value of the da~. 

San Francisco submitted an appraisal to sh o w the 1975 value of 
Cala veras Dam to be $10,500,000. San Francisco's appraiser 
uses estimates o f the cost of labo r and materials to construct 
a dam of equal utility to t he existing structure and 
depreciates such costs for physical deterioration and 
functional obsolescence. Both parti es agree that the property 
does not su ffer econom ic obsolescence. Th e appr a ise r utilizes 
cost estimates presented by wahler A:ssociates, geo-technical 
and wac.er resources engineers, and by WTF Constructors, Inc., 
engineering contractors. We accept wahler Associates as being 
intimately knowledgeable about Calaveras Dam because they were 
i nvolved in eng in eering and cost s tudi es for a 1974 project to 
modify the dam emban kment for impro'Jed se ismic s tability. We 
~cC"ept t~':':' C' C .., r: ,·Hr.ur.t:..,r~ 1"0 t-e k!'l ')wl ~~g~?bl, e of the cost s o f 
constr uction a t a dam of equal utiljty to calaveras Da m because 
the estimation o f s uch costs is the very natur e o f their 
bus i ness . The appraiser concludes from the Wahler estimates 
that the 1975 val:ue of the dam is $10,5 00, 00 0 and fr om the HTP 
estimat e s the 1975 val u e i s $lO,OO O, CO& . ~'he se values depi c t a 
darn of modern design, of equal utiliLY to the pre sen t calaveras 
Dam. The replacement dam would be a 2 / 599,000 cubic ya r d 
ear th -and-rock - fi ll dam. From t hese estimates th e aooraiser 
conc ludes the 1975 lien date va lu e of Calaveras D·am is 
$10,500,000. 

Th e Al ame da assessor presen ts an apt?raisQl which als o utilizes 
the cost "approach to determine the 1975 value of the dam. He 
uses the known 3,461,00 0 c ub ic yares of material in the 
existing dam and an estir..at e d 1 975 COf' L to c onst l" uct of $5.90 
per cub ic yard t o arri ve at a 1375 embankment cost of 
$20,419,900. To this he adds the 1975 costs of the spillway, 
outlet ~ o rks an d miscellaneous items tr. arrive at a final 1975 
cos t o f $22 ,3 96 , 300 f o r the da m and ~ppurLrnarlt sLruclures. He 
then re duces this amount by $3,02~( 966 to account f or physical 
deteriora tion and functi onal obsolescence, to arrive at 
$19,371,334 for his 1975 lien da te valuation of Calaveras Darn 
of $19,370,000. However, the ass essor's appraiser testified 
that his appraisal was not used to estab lish t h e assessor 's 
corrected 1975 vcdue, but was beir:g p r -: 5f'!nted only to validate 
tha t value of $12 / 535,406 and to 5ho~ ~hat the assessor was not 
treating San Francisco unfai rl y. 

u?on t he ~ v idence presented, 'lie conclude the appraisals of both 
San Francisco and the assessor are def ect iv e in several majo r 
respects. First, San Fr ancisco has shown to our satisfaction 
that a replacement dam would be constr~cted with only 2 ,5 99,000 
cubic yards anc that the assessor '.Jas in error to use the 
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3,461,0·00 cubic yards in the existing structure to ca l c u late 
his r e placement cost new value. The reason for the reduced 
amoun t of material is clearly explained by San Franci sco's 
apprai s er . He shows that a modern dam would be constructed 
with earth and rock fill compacted to a high unit density. The 
des i red structural strengths would be attained with less 
material than is in the existing structure . We are persuade d 
by the e v idence that the existing structure is inferior to a 
modern dam because the existing hydr aulic fill embankment was 
constr uc ted by water-transported ea~th and rock, a method not 
approved or utilized by e ngineers or contractors for the 
construction of modern dams. As constructed the present dam 
utilizes much greater quantities of fill material to attain 
structural strength equal to a modern dam of the same height. 
Therefore, we find the assessor should have used 2,59 9,0 00 
cubic y ards to estima te the cost of the embank ment, ins t e ad of 
the 3 .. 461,000 cubic yards i n the existi ng dam, espec ially since 
the a s sessor used the c os t per cuoic yard consttuc \.: i ol1 coses 
typical for mo dern construction methods. 

Next, we find both appra isals imp roper. ly app lied th e app r aisal 
prinCiple of substitution . Tha t pri nc ipl e affirms that the 
max i mu m value of a property te nC!s t o be set by the co~ t of 
acquisi t ion of an equall y desirabl e and valuable substi tu t e 
property assuming no costly delay is encountered in making the 
substitution . In applying this principle both apprais e r s use 
th e cost appr oach wherein they pur port to find t he depreciated 
cost o f a dam of eq ual u tility to t he existing dam . However , 
as we will explain , botl} appr ai sals improperly measure the 
depreciation in the replacement dam . 

Depr eciat i o n is a loss fr om the uppe r l imit of va l ue caus rd by 
deterioration and/o r obsolescence . Deterioration is e vidence d 
by we a r and tear, decay or developed structural defects. 
Obsolescence is divisible into t ' ... ·o parts, f unctional an c 
economic. fu nctional obsole s ce n c· ·~ i ~ th e effecL ca ;.) ;'.,::;.:1 by th .::; 
impairment of fu nc tiona l capac.:ity or effic iency of the 
proper ty . Functional Obsolescence reflects the loss in va lue 
brought abou t by such factors as over c apacity, inadequacy, and 
changes in t h e art, that effect th e property, itself. Econo mi c: 
obs olescence is t h e effect brought about by the i mpairment of 
t he c'ls irabi l ity of useful life uf the p roperty arising frorr: 
econo;;: ic f oeces such as chang e;; in h igbes t and he s t lise, 
legislative enactmen ts which res t r ict or impai r proper t y 
righ ts l and changes in su p p ly-de l:13nd relations h ips. Since the 
parties agr ee the dam suffers no eco nomic obsole s cenc:e then any 
loss i n val ue from the cost of t he dam o f equal utility must be 
in the natur e o f a loss due t o dete r io ea ti on and/o r a loss due 
to f unctio na l obsolescence. We will discu s s each in tu rn. 
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Both appraisals purport to measure the loss in value due to 
functional obsolescence by calculating the cost of construction 
of a modern dam of equal utility to the existing dam. Any 
excess cost to construct a duplicate or exact replica of the 
existing dam is measured by determining the replacement cost of 
the modern dam of equal utility. As ''''e have said earlier, we 
agree the proper replacement cost of a dam of equal utility is 
estimated by using 2,599,000 cubic yards of material as 
estimated by San Francisco's appraiser and using the cost per 
cubic yard to construct a modern da::l. '''''e accept San 
Francisco's cost- per - cubic-yard estimate as the more accurate 
since it is based upon the expert opinions of an engineering 
company and a contractor, both of which appear to us to be 
eminently knowledgeable on the subject of design and 
construction of dams. Data from WTF Constructors indicates the 
total replacement cost new for the dam is $J.4,681,000. Data 
~r~w W~~ler Assnci~tes (~ngineers) indicates the re~lacemen t 
cost new for the dam is $15,6 87,OUO . We conc~~ de L.1L 

replace ment cost new for the dam is $15,000 ,000. 

We next turn too discussion of the- dam's ] o!':: s in vallie from 
replacefilent cost new because of deterioration. In ollr view 
both appraisals mishandle this adjustment. We O:-:·5erve fro m th ~ 
assessor's appraisal that the major portion of re-tllacemen t cost 
new is in the embankment portion of the s t ructure. The 
concrete spillway and outlet works are mino~ in cost in 
comparison to the c ost of the embankment. 1'€st imony at the 
hearing led us to conclude that the dam is sa:e c~d ser viceab le 
for the purpose of impounding water in the reservoir and , 
therefore, could not have SUffered any significant 
deterioration over t h e years. In fact, evidence ',;as gi ve n that 
the dam had been substanti al ly nlo<.H [iec in ::=.:ent yea!:s to 
bring the structure to structural souncn ess in accord with 
present day standards. Therefore, we conclude San Francisco's 
allowance of 33 percent for de ter j orat ion based upon the dal,l 
beir::g 50 years old wi th an estim{-tte<i J;,O year liff.! i.s an 
excessi v e allowance Ear deterioration. The assessor allowed '* 
percent for deterioration based upon a 5-year ef f ective age and 
a 12S-year life . San Francisco suggests a loss of value for 
deterioration bet·",een $4,845,000 to $5,177,000. The assessor 
suggests a loss of value for deterioration of $816,796. 
Considering little or no deterioration has occurr ed in thE> 
embank rr,en t, itself, t hat most of the det(~ ri () ration ',."hich ha£, 
occurred is in the spill;.;ay and outlet works, and the fact t hat 
minimal detail ' was offered on the subject of deterioration, we 
find that $2,500,000 is a reason ab le es tir.-:at >: for the loss cf 
value from replacement cost ne ' ... for deterioration in the total 
structure including the embankment and the spil l way and outlet 
works. 
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We ace, therefore, of the view that a reasonable estimate for 
th e value of calav eras Dam is $12,500,000 as of lien date March 
1, 1975. That value being essentially the same as the 
assessor's 1975 v alue as determine,d on September 15, 1 983, of 
$12,5]5,406, we, therefore, conclude the assessor's roll value 
is correct for t h e assessment o f Ca l a veras Dam. According ly , 
this value of $12,535,406 shall be t!1e value used for the 1975 
valu e when de t ermining the value of Calaveras Dam under the 
provisions of artic le XIII, section 11. 

5. 

We reject San Francisco's content i on. The property is not , in 
fact, regui.aced by cue ":ci..J.iflJrnia Pllb ~ . ~c O..:iJ..itiE:£ '::011l1.,i ... 5 ... .:>I' • • 
Any valuation model based upon suc h ~ hypo thet ical presumption 
is highly speculative. Petitioner's property would come under 
the Califo rnia Public Utilities Comr:ission regulation only if 
Cal i. f o rnia statute s are extensiv ~ ty anlended or if thE: 
petitioner should sell its pr Ope t' Lj into private o"'Jn~ rs hip. 
There are no f acts in the record t o suggest the likelihood of 
ei ther even t . 

Accordingly, we find it un neces:.:. ,:: ry t o discuss whether 
petitione r' s apprai sa l calculations would yield a cor re ct 
represent a ti on of market value as of ~a rch 1, 1975. 

6. Re c aining Iss ues. 

We have considered all issues raise d by petitioner. How ever , 
in light of the conclusions set forth above, we find it 
unnecessary to discuss the remain ing issues in detai l . For t hE:: 
reasons alr~ady stated, we concJud~ I:h~t petitioner's other 
arguments must be rejected. 

CONCLUSION 

Exc ept as above no ted, ~e are not persuaded by t he e vide!lCe and 
arguments presented by San francisc ':-> . Although San Francisco 
has sho',;n t.he a pp ra isal presented !..; / th e assesso r of Alameda 
County '''as incocrectly calculated, the evidence in total shows 
that t he 1975 value of Calaveras Dam now on the roll is 
correc t . Calaveras Dar:l shall, the r .; fore , be valued for li en 
date Ma rch I, 197 5, at $12,535,406. The Alameda Coun ty 
assessor shall use· this value foc determining the assessment of 
Calaveras Dam under Califo r nia Constitution article XIII, 
section 11. Accordingly, San Fr a nci sco 's application is in a ll 
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other respects denied, and the assess~ents for assessment years 
1979, 1980, 1981, 1982, 1983 and 1985 shall be accordingly 
adjus ted. 

Decision rendered in sacramento, California, the day of 
November, 1986, by the State Board of ~qualization. 

Oated at Sacramento, California 
November ,1986 

Chai::man 

Mer..oer 

Member 

M€t'.:.-. er 
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